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On Dec. 12, a US Federal District Court judge in New York ordered a freeze on US$24 million in
Paraguayan Central Bank reserves in the New York branch of the Swiss Bank Corporation. The
order was the result of a loan default suit against Asuncion filed by the French bank, Banque de
Gestion Privee-SIB, for the sum of US$20.7 million in principal and interest arrears on several
loans made to Paraguayan government agencies and guaranteed by the central bank. Banque
de Gestion Privee is representing the French Credit Agricole, Indosuez, Lazard, Rotschild and
Societe Generale in the suit. The plaintiff also accuses the Paraguayan government of violating
international law, US law, and loan contract clauses by acquiring debt paper in secondary financial
markets at a discount on face value corresponding to over 50% of the syndicated loans specified
in the suit. The Paraguayan government reportedly purchased the debt paper via the state- run
Banco Nacional de Trabajadores. The loans in question were finalized between 1983 and 1987 for
construction of a hospital, a cement plant, a water treatment system, and a waste treatment facility
at the state- run alcohol distillery. The loans were originally approved by L'Europeenne de Banque,
Banque Nationale de Paris, Banque Worms, Banque Sudameris, Banque Francaise de Commerce
Exterieur, Amsterdam-Rotterdam Bank, Bank of America, the Bank of Nova Scotia, Midland Bank
France and Banque Indosuez, several of whom acted as agents for other banks who participated
in the loan packages. On Dec. 13, Paraguayan Finance Minister Juan Jose Diaz Perez described
the asset freeze as "blackmail" (chantaje) of the Paraguayan economy. According to the minister,
the banks involved in the suit are "dedicated to purchasing Paraguayan foreign debt paper with
the objective of negotiating a larger percentage than market quotes." Paraguayan government
officials say the plaintiff banks could obtain 100% of the money owed after having purchased debt
paper corresonding to the same loans at 40% of face value. In 1989, after Gen. Alfredo Stroessner
was deposed, the new government's economic team suspended debt service on the above loans
after discovering evidence of fraud and embezzlement "in the construction and financing of `white
elephants' by French companies and banks," respectively. Paraguay's total foreign debt comes to US
$2.2 billion, most owed to multilateral financial institutions. Debt owed foreign commercial banks
totals only US$570 million, and debt service arrears to the banks are estimated at US$86 million.
Outstanding debt owed to Paris Club governments and the Banco do Brasil is US$800 million. (Basic
data from Agence France- Presse, 12/12/91, 12/13/91)
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